LOWELL PUBLIC SCHOOLS Office of Assistant Superintendent Phone: (978) 674-2020
155 Merrimack Street Fax: (978) 937-7609
Lowell, Massachusetts 01852 E-mail: bturner@lowell. k12.ma.us

To:  Jeannine Durkin, Superintendent

From: Billie Jo Turner, Assistant Superintendent

RE: Response to Motion on New Maintenance of Effort Agreement
Date: April 4, 2019

This is in response to the motions made by Gerard Nutter at the 4/3/19 meeting: “School Committee vote
to request City provide the minimum 42% of their NET School spending requirement in the form of a
cash contribution to the Lowell Public School System in the next Maintenance of Effort Agreement”
and that the “School Committee request in the next Maintenance of Effort Agreement that the City
CFO or their representative attend the 2" School Committee meeting every January with a detailed
report on Maintenance of Effort charges year to date and October with a detailed report on
Maintenance of Effort charges for the previous school year.”

Though the two motions listed above are requests to the City, both require some background information
that is provided below.

Massachusetts public schools are funded based on a “foundation budget” intended to assure a fair and
adequate minimum spending for each district. This “fair and adequate” amount is determined using the
October 1* student count data multiplied by an assigned amount for each student based on defined
criteria/components. See Attachment 1. Once this “minimum spending” amount is determined (See A
on Attachment 1 and 2), the state determines the amount that the local city can afford using property taxes
and income to calculate its “ability to pay.” This is the “Required Minimum Contribution” that the
State requires the City to pay (See B on Attachment 2). The Chapter 70 state aid is calculated taking the
required Foundation Budget total less the Required City Contribution. Thus, the funding sources for
public schools include the “required minimum contribution” by the City and state aid.

REQUIRED
FOUNDATION BUDGET LESS CITY CONTRIBUTION = CHAPTER 70 ASSISTANCE

The City funds its Required Minimum Contribution with both a contribution towards our
Education budget and City charge offs that are reflected in the Maintenance of Effort Agreement.
Of the $44.6 million of Required Minimum Contribution on Attachment 2, the City gave us
approximately $15.7 million towards the Lowell Public Schools’ budget. The remaining $29 million will
be in charge offs listed in the Maintenance of Effort Agreement. Some of the expenses historically
charged to the schools include the following:

e Approximately 44% of the City Treasurer’s Office

e Approximately 44% of the City Auditor’s Office

e  Approximately 44% of the Purchasing Department

e  Approximately 57% of the Administration of Insurance expense
e  Medicare Tax




e  Pensions, Insurance premiums for retired employees, workers compensation, unemployment, etc.
e  Health Personnel (nurses) — Medicaid Reimbursement reimburses some of these costs
e  School Resource Officers

e Building Maintenance

e  Snow/Ice removal

e  Trash removal

e  Utilities

e Non-Employee insurance

e Interest paid for City bonds

e Public Safety inspections

e Parking fees

e  Principal on LT Debt

e Interest on projects

e MSBA payments

e School choice

e  Charter Schools ($21.9 million)

e  Greater Lowell Technical High School ($8.5 million)

e  Essex Agricultural High School ($40,962)

Based on the motion request to provide the schools with at least a 42% minimum to directly support the
LPS budget, the cash contribution would have been closer to $18.47 million.

Since both the Required Minimum Contribution from the City and the minimum foundation spending are
both REQUIRED, accountability measures were implemented. Our Foundation Budget is equal to our
Net School Spending requirement. Our actual Net School Spending is measured using the data school
districts provide through the annual End of Year Financial Report (See Attachment 3). On this report, we
enter the actuals for the year completed and the budget for the current year. This allows DESE to verify
that you met the Net School Spending requirement for the completed year and the estimate for current
year NSS (Page 2 of Attachment 3). For instance, per the attached FY 18 Chapter 70 Summary (See
Attachment 2), the required NSS for FY17/18 was $183,238,262. Of this amount, the City was
responsible for its “Required District Contribution” of $44,649,981. Per the summary report from the
End of Year Report (See Attachment 3), the City’s reported actual contribution to the schools was
$45,096,745. Since Lowell Public Schools received approximately $16 million in cash (amount available
for our education budget) from the City, the remaining $29 million (approximate) reported was in non-
cash charges to the schools based on the Maintenance of Effort agreement. All in all, it is important for us
to understand the Maintenance of Effort agreement and actual charges reported to the state so that we can
understand the City charges enough to defend the End of the Year Report we submit each year.

FOUNDATION BUDGET = MINIMUM SPENDING (for District) = NET SCHOOL SPENDING
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